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Introduction 
Workers' remittances represent a resource flow from rich to poor countries. The global value 
of remittances has risen sharply to over US$100 billion a year. This represents the second 
largest external income source for developing countlies behind foreign direct investment 
(FDI), and far outstrips official development assistance (ODA) (Orozco 2003a). Remittances 
to developing countries are becoming increasingly important as other sources of external 
income decline. The impact of remittances on development, however, is inadequately reflected 
in the literature. 
Latin America and the Caribbean (LAC) is the world's largest remittance-receiving region. 
With 9 per cent of the world's population, the region receives approximately 32 per cent of 
the world's remittances. It is appreciably greater than tourist revenues in many countries, 
and in five countries in this region, remittances account for over 10 per cent of GNP (World 
Bank 2003). 
Within LAC, Nicaragua stands out from other countries. While the US dollar value of 
remittances to Nicaragua, estimated at US$610 million in 2001, is quite modest compared 
with the US$lO billion flowing into Mexico, for example, the relative volume of this resource 
compared with other income flows, and the potential for the country's development, makes 
Nicaragua's case exceptional. Representing almost 24 per cent of its GNP, remittances to 
Nicaragua have a significant social and economic impact. The value of known remittances is 
greater than total export earnings, on a par with the country's ODA, and almost five times 
that of FDI. As such, remittances currently represent the second largest single resource flow 
into the country. This is a recent phenomenon. 
Remittances to Nicaragua 
In its simplest form, remittances can be defined as the goods or money sent home by migrants. 
In spite of this broad definition, many transfers are excluded, or are simply not measured. 
Total official remittances to Nicaragua in 2001 were US$335.7 million (more recent remittance 
data are not available) (IMF 2002). However, the Banco Central de Nicaragua (BCN) (the 
Nicaraguan Central Bank) notes that these 'official' figures represent a gross underestimation 
of the actual remittance levels. It is therefore likely that this figure is only a fraction of what 
may be entering the country. Transfers through informal channels, such as cash carried 
by hand, or in-kind remittances, such as consumer goods, are not captured in data issued 
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by the BCN. These exclusions can be significant, with estimates ranging from between 10 and 
SO per cent of total remittances (e.g. Puri and Ritzema 1999). 
Remittances to Nicaragua therefore range between the 'official' 2001 estimate of US$33S.7 
million and the Economic Commission for Latin America and the Caribbean's estimate of 
US$800 million (CEPAL 1999). It is estimated that as many as one million Nicaraguans, 
almost 20 per cent of the current population of S.2 million, have emigrated, primarily to 
the USA and Costa Rica (10M 2001). Orozco (2003b) shows that some 60 per cent of Latin 
Americans in the USA regularly remit money, and that the average monthly remittance from 
Nicaraguans there is US$lS0, while 44 per cent of Nicaraguans in Costa Rica remit a 
monthly average of US$70. Using these data, a mid-level figure estimated by the Multilateral 
Investment Fund (MIF 2002) is US$61O million. While considered the most reliable estimate, 
given the inherent informal nature of remittance sending, and the fact that this estimate ignores 
remittances from Nicaraguan migrants living in countries other than the USA or Costa Rica, or 
remittances sent as goods, it must still be regarded as a conservative estimate. 
The absolute level of remittances to Nicaragua is not high in global telms. India (US$10 
billion 2001), Mexico (US$9.9 billion) and the Philippines (US$6.4 billion) are, by far, the 
world's largest remittance recipients. Some 20 countries receive more than US$l billion 
annually in remittances (World Bank 2003). In relative terms, however, Nicaragua stands 
out. Remittances for all developing countries in 2001 averaged 1.3 per cent of GNP. Nicaragua, 
with remittances representing 23.S per cent of its GNP, ranked highest in the Americas and 
third in the world, behind Tonga (37.3 per cent) and Lesotho (26.S per cent). World Bank 
figures, which use official remittance data (US$33S.7 million), still rank Nicaragua fifth in 
the world, with remittances amounting to 16.2 per cent of GNP (World Bank 2003). 
Table 1 compares remittance flows to Nicaragua in 2001 with other incoming resource flows. 
It shows remittances were worth more than the country's total export earnings, and 4.6 times 
the total FDI. While Nicaragua is a country renowned for its reliance on agricultural exports, 
remittances brought in more than twice the income earned from this sector. 
Remittance levels to Nicaragua have risen dramatically since the mid-1990s. As stated 
above, the MIF estimate of remittances for 2001 (US$610 million) is 82 per cent higher than 
the official figure for that year (US$33S.7 million-BCN 2003). Because there are no other 
estimates for the period considered here (1990-2000), this difference is applied as an 'under-
estimation factor' to previous BCN data, in order to derive more accurate remittance estimates 
for previous years. That is, BCN annual remittance figures for this period are increased by 
82 per cent to obtain new estimates of remittances to Nicaragua over the past decade 
(see Figure 1). 
Table 1: Remittances to Nicaragua compared with other incoming resource flows (2001) 
Amount (US$ million) % of GNP 
ODA 928 35.7 
Remittances 610 23.5 
All exports 592 22.8 
Agricultural expOlts 300 11.5 
Manufactured exports 262 10.1 
FDI 132 5.1 
Source: World Bank (2003) 
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Figure 1: Remittances to Nicaragua. (Source: MIF 2002) 
Figure 2 shows how remittances have grown, from a relatively insignificant flow in 1991 
(US$27 million compared with US$817 million in ODA) to become the country's second 
largest incoming resource flow. While FDI rose gradually through the 1990s, reaching a 
US$300 million peak in 1999, it dropped to US$132 million by 2001. Export earnings, 
which have also tended upwards during this period, have recently been overtaken by 
remittances for the first time in history. Only ODA has shown a similar growth rate to that 
of remittances in recent years (from US$311 million in 1997 to US$928 million in 2001). 
Still, remittances surpassed ODA in 1999 and 2000. 
Furthermore, remittance trends have been 'less volatile' than other incoming flows and are 
more stable than private capital flows (World Bank 2003). In the case of Nicaragua, this is 
particularly true with respect to ODA, which doubled from 1990 to 1991 (US$431 million to 
US$817 million) following the victory of the pro-US ChamoD'o government, and has continued 
to fluctuate since. 
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Figure 2: Trends in remittances, ODA, exports, and FDI 1990-2001. (Source: World Bank 2003) 
Development in Practice, Volume 15, Number 5, August 2005 687 
Allen Jennings and Matthew Clarke 
Impact of remittances on development 
The links between remittances and development are 'complex and are among the least 
researched and understood topics in the social sciences' (Taylor and Fletcher 2001: 1). There 
has been relatively little research undertaken, or indeed attention given, by social scientists, 
governments, or development agencies (Eversole 2004). However, with the dramatic global 
growth in the relative and absolute size of remittances over the past decade, these issues are 
now receiving greater scrutiny (Mahler 2000). 
Given the view that emigrants from Nicaragua left essentially in search of work, it may be 
assumed that the most destitute are those more likely to migrate. Studies show that Nicaraguan 
emigrants tend to be of working age, have greater education, and are more likely to be white-
collar workers than those who do not migrate. Even emigrants to Costa Rica, who are often 
thought of as primarily agricultural labourers, are increasingly educated, urban females. 
Thus, recipient families tend not to be the extremely poor, but are found in the lower and 
middle class (Orozco 2003a). 
The literature presents two opposing views on the consequences of the use to which 
remittances are put. The first sees remittances as perpetuating a 'dependency that undelmines 
the prospects for development at both the regional and national levels' (Durand et al. 
1996:1). This negative view of the prospects for development from migration and remittances 
is clearly seen in the language used to describe it: Reichert (1982) refers to a 'syndrome', for 
Wiest (1984) it is satisfying an 'addiction' to consumer goods, and Stuart and Kearney (1981) 
refer to it as a 'dangerous dependence'. Seventy-five per cent of remittances are spent on 
consumer items (CEPAL 1999). 
However, Massey et al. (1994) emphasise the 'multiplier effect' of the 'migradollar', and 
argue that the positive aspects of remittances for development have been underestimated or 
ignored. Also, while only around 5 per cent of remittances are initially saved, some research 
on remittance spending in Central America indicates that recipient households can eventually 
save up to 10 per cent of the remittances, resulting in a savings rate that would be higher than 
national averages (for a summary see Orozco 2003a). FUlthermore, investment of remittances 
in agricultural inputs or family businesses, as well as in education and health, all of which take 
place in Nicaragua, strengthens future productivity (Jones 1998). Greater security is also gained 
as the total income of recipients is diversified, which helps alleviate poverty caused by 
dependence on a single source of income (Eversole 2004). 
It is precisely the 'informal nature' of remittances-the small family-to-family transfer 
that deliberately avoids official channels and is distributed largely by women in poor 
families-that has led to such an enormous economic aggregate. Nicaraguan women play a 
key role in facilitating and managing remittances. While women head some 23 per cent of 
Nicaraguan households overall, they head 52 per cent of the households that receive remit-
tances. While this may be seen as simply a reflection of the fact that men emigrate and leave 
women behind to care for the rest of the family, this is typically not the case. Fifty-five per 
cent of all Nicaragua's emigrants are women (CEPAL 2000). Compared with FDI, export, or 
tourism earnings, for example, which are directed to the most resource-rich, naturally attractive, 
or dynamic regions of the country, remittances may be the only foreign-derived income 
reaching the poorest regions of Nicaragua. Remittance distribution is likely to be more wide-
spread than many other resource flows (Jones 1998). 
Furthermore, while some regard spending on food, clothes, health, and education as 'unpro-
ductive', obvious and immediate development outcomes are experienced by those directly 
concerned. Feeding, clothing, and educating 20 per cent of Nicaragua's population must be 
regarded as a positive development outcome for the country. Increased consumption in poor 
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households cannot be underestimated, given the significant nutritional and health advantages 
(Taylor and Fletcher 2001). 
With only broad and perhaps vague indications of the geographical and economic back-
ground of remittance recipients in Nicaragua, an analysis of the impact of remittances on 
reducing poverty and inequality requires further widespread and detailed surveys throughout 
the country. Still, from the data on the aggregate size of remittances, and the background of 
the recipients and how they spend their money, there is little doubt that these massive cash 
flows 'have been converted into a resource that within local communities has helped to 
alleviate poverty, promote self-employment and encourage investment in human capital' 
(Bulmer-Thomas and Kincaid 2000:18). 
Furthermore, this conclusion considers only the direct impact on recipient families and 
excludes the increasing level of remittances sent to the wider community (Eversole 2004; 
Martin 2001). The spending of remittances even by a minority recipient population can 
result in broader public benefits, such as improved educational facilities and new technology. 
The long-term development benefits attributed to remittances are multi-layered and subtle, 
and are the 'result of a cumulative process that accrues over time' for entire communities 
(e.g. Taylor and Fletcher 2001; Orozco 2003a; Massey et al. 1994; World Bank 2003). 
Remittances provide a substantial and growing resource flow, which is distributed to some 
20 per cent of the population, largely women, in all parts of the country. This money comes 
with no strings attached, and even though spent largely on consumption, the economic 
impact of remittances is felt far more widely than the pool of direct recipients. 
As such, it is argued that remittances represent not only a significant economic resource but 
also one that is more widely distributed, and more progressive, than others. 
Remittances are a resource that poor people control directly, and successfully use to meet 
development goals such as improved nutrition, education, and housing. In some cases, 
remittances lead to increased productivity and employment, as well as to risk diversifica-
tion and asset accumulation for poor families. (Eversole 2004:20) 
As remittances are not directed by markets, profit motives, or government policies, they are 
more likely to end up in parts of the country 'ignored' by other resources. 
Conclusion 
This paper demonstrates that, for Nicaragua, remittances (and thus migration) now playa vital 
role in the country's social and economic development. In 2001, remittances were estimated at 
US$61O million, representing the country's second largest single resource flow. As reflected 
throughout Latin America and the Caribbean, where economists estimate that in 2004, for 
the first time, remittances will surpass FDI, rising remittances to Nicaragua are 'replacing' 
declining income from FDI and exports, and matching ODA flows. 
This growing predominance of remittances to Nicaragua, which has witnessed a 22-fold 
surge in the past decade, represents an historic shift. With declining world prices for primary 
products and limited access to global markets, Nicaraguans are selling their labour power; 
and remittances represent the nation's payment for this 'commodity'. 
There are clearly negative aspects to the riligration-remittance-development nexus: separ-
ation of family members; the grave personal and economic risks involved with migration; and, 
patticularly relevant to Nicaraguans, the hardship and exploitation of becoming an illegal 
immigrant in a foreign country. These issues are not addressed in this paper. Nevertheless, it 
is argued here that Nicaraguan migrants are not powerless pawns in the international labour 
market. Decisions to emigrate are a response to basic family needs, and these negative 
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aspects are balanced against the emigrant's family's and the community's current economic 
situation (Jones 1998). 
Given current global inequalities, such decisions clearly involve a choice between two bad 
options-remain poor and marginalised (or politically oppressed in some cases) or run the 
risk of migration. One way to enhance these options is to reduce the risks involved in migration 
by fostering and regulating a freer and safer flow of people. Clearly, however, opening borders 
to people, not only capital, will never be permitted in a world of haves and have-nots, nor 
will such a possibility ever be genuinely considered until there is a real effort to implement 
development strategies that are based on human needs, at a regional and global level. 
Still, emigration from Nicaragua and the remittances ruising from it clearly represent a 
strategy of economic advancement and independence for many Nicaraguans. While more 
work is required before a clearer picture emerges of the overall development impact of 
remittances to the country, it is appru'ent at this point that remittances playa central and expand-
ing role that profoundly affects the lives of many Nicaraguan families (MIF 2002). Emigration 
and remittances, or better still, the free flow of Nicaraguan workers, must be regarded as a 
powerful catalyst for economic development and perhaps one of the rare human faces of 
globalisation. 
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